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< t He 2 _ Letters to the editor,in whole or in part, are presented here as a contribution to current 
, _ discussion of investment, economic and general financial subjects of public interest. 
\ ' 


MEMPHIS, TENN. 
It a simile be permitted, to counter 


widely disseminated fears that our eco 


NOMIC processes are swinging toward al 
kind of state socialism, | would employ 
the Democratic party and the “solid 
South.” The Southern States have clung 
to that party for years too long to recall, 
yet Democratic political philosophy has 
undergone changes which have at times 
taken its thought far from Jacksonian prin 
ciples, only to see it gradually revert, as 
at present, back to some of the basic ideas 
which were put into bludgeoning effect 
by Andrew Jackson. Can expectations not 


be held that some ¢« 


{ the aspects of present 
philosophy will be mellowed by time and 


turn again toward a more conservative 


attitude as respects capital? Tam inclined 
to hold that history will repeat itself, and 
on that account it 1s not possible for me, 


as an investor mm securities, to become 


deeply depressed by the encroachment ot 


government upon the field of | privat 


finance. The scene will shift: again—per 


haps it 1s shitting even now. 


FY. MM. 'T. 


WATERBURY, CONN. 


To an ex-broker in securities who, as 


In my case, can contemplate the current 


scene trom the Vantage point ol retire 


ment, there is comtort in the changed 


character of news and comment about the 


stock market. 


the part of onc 


It may be rank heresy on 
who used to make some 


thing NOT than a living when specula 


tive customers Were active, but, neverthe 


less, I teel moved to register satisfaction 


The 


passing of feverish, rather specious, and 


because of what I read these days. 


about the 
Solid 
which have come into their rightful dom 


otten exaggerated comment 


market is not regrettable. facts 
inance are preterable—for the broker's 
advantage as well as the public’s. Less 
business for the broker, I know, but better 
service to the trader and investor, and the 
latter will bring more business when the 
EXcCHANGI 


world grows calmer . 2 


Magazine is filling a real function. 
S. &: FT. 


RANGAS CITY, MO. 
You may be interested in this reaction 
of a security trader to the recent publica 
tion in your magazine of a story built 
around 269 common stock issues, most of 
which are yielding 6 per cent or better. 
In my judgment this article was a det- 
nitely valuable contribution to intelligent 
stock market 


to the story in The New York Times and 


discussion. | saw reference 
other newspapers and personally obtained 


a copy of the entire list of stocks from 
None, however, of the four 
Stock 


which I maintain accounts felt impelled 


your olhces. 


different Exchange houses with 
to draw my attention to the article or list, 
nor did they or other firms, insofar as | 
know, announce its availability to the 


What 


should have been a powerful influence as 


public or their other customers. 


an individual sales stimulus was over- 
looked completely by the Wall Street pro 
fession but was sought after by investors! 
Is stock broker 


age a protic ssion or is it a business? 


y. I. 


Is this merchandising? 


RALEIGH. N. €. 

Isn't there still in evidence more of a 
prejudice against long-established com 
mon stocks as investments than is logical ? 
Ot course dividends, as well as prices, are 
“movable bodies,” but many listed stocks, 
as your magazine notes effectively, have 
experienced few, if any, dividend lapses 
over long periods. By and large, the in 
come on carefully selected equities is 
usually fairly stable and, these days cer 
tainly, more than most other investments 
I feel 
that front-rank common stocks have too 


pay. I have mentioned prejudice. 


long suffered from prejudice which 


ignores plain economic truth. 


FREEPORT, N.Y. 


A suburban-town banker said to me the 
other day, “The banking business is noth 
With $1,500,000 of 
deposits, we have difficulty 
$100,000 loaned out. 


ing to cheer about. 
in keeping 
The borrowers are 
becoming scarcer and scarcer.” . . . I 
mention this just to show that the invest 
ment banking house is not alone in the 
credit-extension field in finding a light 
demand. While the publicity spotlight 
emphasizes the sluggish financial business 
of the securities market, other branches of 
finance are also unfavorably affected by 
the philosophies of these times. Or am | 
getting too deep? At any rate we are 
passing into the complexities of war-time 
finance which should soon act to shunt 
aside any moaning over ordinary prob 
lems. 


C. McD. J. 
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Deceaber li, 1941 
These letters have been 


exchanged between the 
uy dear Mr. Presidents President of the United 


to . 

It is ay ace Ae States and the Presi- 
send thie message bios its members, ; . 
Hew a Oe ae ‘te entire staff dent of the New York 
its member % in your in- 

tions tha’ 
and organt*eiersbip of our nation at Stock Exchange 
vincible ¢ grave crisis you have Ob | - 
3 

hie te seasure of loyalty, support 


cooperation. 


Most respectfully yours, 


Ea adnan 


resident 
~ a. Gouse THE WHITE HOUSE 


Washington, D. C- WASHINGTON 





December 13, 1941. 


Dear Emnil:- 

I am very happy to have your letter 
and I am confident that in this grave crisis 
the members of the New York Stock Exchange 
will give every measure of cooperation. 


My best wishes to you. 


Always sincerely, 
Fra. the NW forrisety 


Emii Schram, Esq., 
President, New York Stock Exchange, 
New York, N. Y. 














Broker's 


Opportunity 
Knocks At 
The Door 





By L. O. HOOPER 


HE loud wail of the broker that 

he can’t make any money often 
drowns out the less blatant complaint 
of the customer that he is not doing so 
well either. Back in the late twenties, 
at least until the big break came, the 
customers quite uniformly found it 
profitable to trade in stocks; we had 
something good to offer, so the people 
made a beaten path to our doors. That 
the customer has not made money in 
recent years 1s no secret either to him 
or to his broker; hence there is grass 
growing in the formerly beaten track 
to the broker’s door. 

Until recently only a few brokers 
have been doing anything about it. 
They have stormed about the Securities 
and Exchange Commission, the Ad 
ministration, the capital gains tax, the 


management of the Stock Exchange 





and the damnable generation — into 
which fate has placed them; and they 
have sympathized with their clients, 
often unintentionally contributing to 
the bad morale of investors, which is 
the most effective ally of the red ink 
on their books. In some cases, lethargy 
actually has been encouraged. 


have 


their clientele to changed conditions in 


Not many_ brokers educated 
the market for stocks, pointing out 
ways to make money and obtain gener- 
ous yields by doing things new ways. 
That is due partly to bad morale, partly 
to perfectly natural inertia, and partly 
to a poorly based optimism that some- 
how or other the “good old days” some- 
time will return. 

By this time, a few facts ought to be 
sclf-evident: (1) broadly speaking, the 
margin trader with his unearned com- 
missions and lush debit balances is gone 
forever; (2) we no longer have “a stock 
market” where you can buy or sell any 
issue in which there is a good market 
and profit from a general trend, but “a 
market in stocks” which is highly se- 
lective and full of diverse trends; (3) 
the investor in stocks who fails to make 
an attempt to adjust his commitments 
conditions in 


to rapidly changing 


individual companies and _ industries 
brought about by the present social, 
industrial, political and international 
revolution (and evolution) is quite sure 
to witness a gradual abbreviation in the 
market value and yield of his portfolio; 
and (4) there never has been a time in 
the history of stock markets when the 
broker was in position to be of greater 


service to his clients than now. 


Should Adjust Affairs Realistically 

lf the broker recognizes these facts, 
it seems to me that it will logically fol- 
low that he will do certain definite 
things. 

In the first place, he will stop “kid- 
ding himself” about the necessity of 


maintaining a big office, a large staff 


and going after “volume” business. 
Secondly, he will desist from talking 
about “bull” markets and “bear” mar- 
kets and begin to study values, and to 
recommend values rather than names. 

Thirdly, he will encourage a larger 
number of more substantial investors to 
submit their portfolios regularly for 
careful analysis and recommendations 
in order that the investment lists of his 
clients may be kept, so far as possible, 
in harmony with changing social, in- 
dustrial, political, international and 
technological conditions. And, fourthly, 
and perhaps most important of all, he 
will stop telling his clients to do noth- 
ing and that he can’t help them—he 
will stop dodging his responsibilities 
and suicidally passing up his great op 


portunity, 


Can Be Translated into Action 


These are not vague generalities ob- 
served from a distance. They are 
capable of being translated into con- 
structive action—because it has been 
done. Of course, it involves some finan- 
cial and economic intelligence, a will- 
ingness to work hard, ability to break 
away from past brokerage house prac- 
tices and a thorough knowledge of 
American corporations and their shares. 
Any man who lacks a working knowl- 
edge of the shares of American industry 
today can’t expect to go very far in the 
brokerage business. 

The 


months has been most encouraging. By 


writer's experience in recent 
selling the less desirable and buying the 
more desirable equities for clients he has 
been able to keep portfolios of customers 
paying a high return to the investor 
and values relatively constant. Almost 
every list of sell recommendations has 
declined in price more than the aver 
ages, and almost every buy recommen- 
dation list has advanced against the 
downward trend in the market as a 
whole. To be sure, suggestions have 


(continued on page 12) 









AC- 
ot 
es. 


v1- 
the 


ent 
By 
the 
has 
ers 
stor 
Ost 


has 


1en- 


the 


jave 





j Qy 4 


2295 . 


PRICE PUBLICITY. 


HE securities market mechanism 

had been tightened, tested and 
marked ready before the start of busi- 
ness on December 8, another critical day 
among the many which New York’s 
financial community had faced over a 
century and a half. 

Preparations had begun soon after 
the news came of Japan’s treacherous 
attack upon the United States. Emil 
Schram, President of the New York 
Stock Exchange, had consulted by tele- 
phone with the Securities and Exchange 
Commission, with Governors of the Ex- 
change and officials of the Federal Re- 
serve Bank of New York. Pending or- 
ders to buy and sell listed securities had 
been sampled, Agreement: the market 
facilities were prepared to maintain or- 
derly dealings. 

A meeting of the district’s leaders at 
the Federal Reserve Bank had examined 
into the Government bond market. Con- 
sensus: no inordinate selling was in 
sight. 

The Stock Exchange would remain 
open as usual, 

It remained to be seen at 10 o'clock 
what story the stock ticker would tell 
of public reaction to the outbreak of war 
in the Pacific. A price decline was ex- 














pected, but how much? Sales would be 
quickened, but to what extent? The 
evidences of Government debt and prop- 
erty values would be reappraised, so ex- 
perience in other great crises fore- 
shadowed, but would their shrinkage be 
extensive and therefore add to appre- 
hension over the outbreak of war? Or, 
happily, would the market show that 
investors and traders in securities were 


exercising a deliberate, calm judgment? 
Public Information 


Nobody knew the answers to these 
questions at 9:50 o'clock. But of this 
every investor, broker, banker and cor- 
poration executive could be certain— 
Whatever the action of prices might 
be at 10 o'clock, or at 10:10, or at any 
subsequent moment of that day, the de- 
clines or advances would instantly be- 
come public information . accurate, 
unbiased and entirely free from any 
shading of rumor. 

Within a few seconds price changes 
would be known in Chicago, San Fran- 
cisco, Montreal, Miami, and the’ other 
cities of North America; the cable and 


PUBLIC SENTIMENT 


radio would carry price facts to Rio de 
Janeiro and Buenos Aires, and to cen- 
ters of capital and investment in cer- 
tain European countries. 

Price publicity without restriction! 
Verbal bargaining . openly... in 
the groups on the Exchange where buy- 
ing and selling occurred; then publica- 
tion of the prices over the ticker to 
offices in more than 350 domestic and 
Canadian cities. Finally, but not far 
behind more speedy media of communi 
cation, newspapers would print a sum 
mary of prices as they were arrived at in 


the auction market. 


In History's Archives 

The happenings of December 8 are 
history. When the record of early war 
days is written, the contribution of 
Stock Exchange price publicity as a 
steadying influence upon sentiment will 
be included. Amid wild rumors. the 
continuous presentation of unquestioned 
fact about values which affect millions 
of American citizens acted as a rallying 
call to patriotism and renewed zeal in 
defense work. It was clear for anyone 
to see in undelayed price publication 
how the people were weighing the Gov- 


ernment’s credit position under great 





and sudden stress, how investors in 
leading corporations were “taking it.” 

In a practical sense, as well, continu- 
ous price publicity in Stock Exchange 
transactions emphasizes the worth of 
this public service when war breaks 
out. Urgent selling for various reasons 
is bound to develop. In the consequent 
recession of quotations investment “bar- 
make their 


gain-hunters” appearance. 


Both are served. The seller is conveni- 
enced in that he may know in advance 
ot his sales about how much he will re- 
ceive. The buyer may shape his plans, 
and calculate the price which he consid- 
ers reasonable in the light of the flow of 
prices, 

A sound economic argument in be- 
half of instant publicity for securities 
prices depends in no way upon the fact 
that when war came this month liquida- 
tion was free of panic. If market tur- 
moil had developed, in place of orderly 
selling, the value of immediate price 
publication would have been equally as 
great. It might have been greater, for 
decisions by investors and the managers 
of investment funds, also by banks with 
loans outstanding on listed securities as 
have been insistent. 


collateral, would 


Precise and continuous news about 
prices under such conditions is a vital 
aid to speedy readjustments, and a con- 
tributor to the early return of financial 
stability, following a shock, 


Ticker Control Room at the 


A notable example of price publicity’s 
contribution to business and finance oc- 
curred on the morning in 1915 when 
the Germans ruthlessly torpedoed the 
liner Lusitania. Even though a World 
War was under way, Americans were 
not so insulated against bad news as 
they are now. A large speculative ac- 
count existed in the market. The coun- 
try was appalled at the tragedy; perhaps 
it foreshadowed the early entrance of 


the United States into the conflict. 


Center of Wide Interest 


As always happens under such condi- 
tions, the stock market became the focal 
point of public interest from coast to 
coast. Prices were demoralized for a 
half hour, but through it the ticker car- 
ried on and as soon as quotations began 
to recover, sentiment grew calmer in the 
cities wherever prices were received. It 
was perceived that neither business nor 
higher finance were unduly concerned; 
and, from the opposite angle, finance 
and business were heartened by the im- 
mediate renewal of confidence in securi- 
ties. 

The imagination would find it difh- 
cult to picture the state of the public 
mind if, in such critical hours as those 
of December 8 or on other occasions of 
disastrous news, the prices of widely- 
held securities were not made common 


property. With speed and accuracy. 


New York Stock Exchange. 





In accordance with true democratic 
principles, which recognize that facts, 
whatever their import, are always pref- 
erable to the “softer” method of with- 
holding information for fear of its pub- 
lic effect. 

The significance of price publicity in 
difficult periods is sharply different from 
its usefulness in normal times, yet the 
The 


system causes 


difference is chiefly in degree. 
tempo of the American 
chafing at delay in the acquisition of 
any useful facts. The system calls for 
quick decisions upon the basis of down- 
to-the-minute facts, which, as applied to 
securities, explains why such an auction 
market as that of the New York Stock 
Exchange represents the securities busi 
ness in general public estimation. 
Part of American System 

From another viewpoint, price pub- 
licity for Stock Exchange securities has 
been influential in promoting the Ameri- 
can system and way of life so far as they 
are exemplified in vast corporations, far- 
flung transportation and communica 
tion facilities and mass production. 

Risk capital was largely responsible 
for their rise and expansion. The em- 
ployment of risk capital calls for a con- 
stant knowledge of quoted values. News 
in the form of “spot” prices for stocks 
and bonds was recognized not only as a 
service but also as property as long ago 


as 1677 


77, when messengers became busy 


delivering Stock Exchange quotations 
by hand. 

By 1890 price-distributing companies 
were sufhiciently engaged in the work to 
arouse law suits over special rights for 
the delivery of quotations to speculative 
and other clients. And from the decade 
opened with that year may be dated 
modern America... a country in which 
speedy transmission of news-facts is ex- 


And a 


sinew of this structure is price publicity 


pected and provided. strong 
for the securities which register the pub 
lic’s practical interest in industry and 


trade. 
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By J. PAUL WILSON 
Financial Editor 


THE PHILADELPHIA RECORD 


— leadership and a plan for 
immediate local action are press- 
ing needs if the New York Stock Ex- 
change is to capture the loyalty and 
effort of the Philadelphia financial 
community as a whole in driving 
toward a regeneration of public interest 
in dealings through Stock Exchange 
facilities. 

Stress can be laid on “community 
effort.” Both member and non-member 
firms agree that much can and should 
be done—that increased use of the New 
York listed market would bring direct 
and indirect benefits to the entire se- 
curities industry. Indirect benefits, 
hardly less important than the stimu- 
lation of immediate brokerage business, 
would be vested in the spreading of 
information about securities and the 
convenience which modern _ facilities 
provide for buying and selling them. 

Oddly, support of the Stock Exchange 
in this city appears in unexpected 
places; notably among individuals who 
rank high in branches of the securities 
business which are not directly con- 
cerned with organized exchanges. 

Philadelphia is fully informed about 
the program of the revamped Associa- 
tion of Stock Exchange Firms, But as 


to what should be done, and the precise 





FAIRCHILD 








methods to be applied, opinion covers 
a range figuratively as broad as the 
number of listed securities. So varied 
are the opinions, even among those who 
have given considerable study to the 
projected work, that ideas have hardly 
crystallized at all in the Broad-Chest- 
nut-Walnut Street financial area. 
Hence the need for early specifica- 
tions, presented and directed by leaders 
who will check results, correct mistakes 
speedily, and inspire those in the busi- 
ness to dynamic effort. Philadelphians 
“in the trade” are fully aware of the 
Big Board’s action in giving out-of- 
town member firms a_ well-balanced 
representation in the Exchange’s affairs. 
They are impressed with the trade ASSO- 
ciation undertaking, holding that a 
strong trade body would be in a posi- 
tion to attack existing problems from 


a national viewpoint. 


Skeptics Need Convincing 

Skeptics are to be found. There re 
mains a sizable group which reiterates 
a ume worn impression that “the New 
Yorkers are all for themselves.” It is to 
members of this group, perhaps, that 
a’ Vigorous, up-and-coming program 
might best appeal. They want action. 
Their present attitude is one of wait 
ing, coupled with a certain wariness 
engendered by the past dithculties of 


the Exchange. 





Here is a suggestion to the new trade 
association authorities: give the luke- 
warm something to do. Supplied with 
a concrete approach to improved public 
relations, or, better still, presented with 
a realistic plan for arousing public in- 
terest in securities, the skeptical would 
then be in a position either to go along 
“as is” or to come forward with specitic 
objections for official consideration. 
Either way, a sense of personal respon- 
sibility would be stirred. It would be a 
situation where everyone in the boat 
would either fish or cut bait . . . and 
fishing is pleasanter—and far more 
profitable. 

It may be said, however, that those 
classed as skeptics are not at all organ- 
ized in their views. Just as it is with 
those who are wholeheartedly behind 
the enterprise of the Association of 
Stock Exchange Firms, the mild scoffers 
have a range of ideas and suggestions 
which differ widely. I am glad to re- 
port, as the result of inquiry, that pro- 
ponents of the Association's program 
are building a solid front. In fact, the 
Philadelphia Association of Stock Ex- 
change Firms has offered its coopera 
tion, and, as this article is being written, 
word was awaited from the New York 
Stock Exchange's trade body as to what 
steps it might take to further the gen 
eral movement. 

The Philadelphia Association em 
braces members of both the Philadel 
phia and New York Stock Exchanges. 


(continued on page 6) 








A LOOK 


AT THE 


DIVIDEND RECORD 


- ahaperome have made a three- 
year advance on a broad front. In 
1Y40, more than 300 common stocks 
listed on the New York Stock Exchange 
yielded a larger return than in 1939. 
As 1Q41 draws to a close, some 300 iS- 
sues already have surpassed their 1940 
payments. 

This will be one of the best years for 
dividend income that stockholders have 
ever seen. More than 620 listed com 
mon stocks had declared dividends 
through December 15—by far the larg- 
est number in the history of the Stock 
Exchange. And the yields on these 
stocks are now at the highest levels in 
nine years. 

Some representative dividends per 
share received by stockholders over the 
three years, 1939, 1940 and 1941 are: 
Allied Chemical & Dye, $25.00; Amer- 
ican Smelting & 


Refining, $9.25; 


American Telephone & Telegraph, 


$27.00; Bethlehem Steel, $12.50; Doug- 
las Aircraft, $13.00; Sears, Roebuck & 


Co., $12.75; The Texas Co., $6.50, and 


Westinghouse Electric & Mfg., $13.25. 


So much for one side of the picture. 


Even as these mounting dividends were 
in the making, they failed to dispel the 
pessimism of brokers over the general 
outlook for stock prices. And it is a 
matter of record that securities price 
levels have paid scant heed to this im- 
provement of income. 

Is the investor to take heart from the 
picture of better dividends, which has 
put “dollars-and-cents” income in_ his 
pocket, or is he to take warning from 
the fitful course of daily quotations in 
a war-time market? 

Corporate profits next year probably 
won't be up to current levels, he real- 
izes, partly because of added taxes. But 
he also knows that in many instances 
present dividends could be cut in half 
and the yield offered would still be gen 
erous in relation to that available on 
most other forms of investment. 

In the dividend prospect alone he 
probably sees only slight cause for dis- 
couragement. In the effect which mass 
psychology may, from time to time, have 
upon securities prices, he may see rea- 
son for concern. 


In part, it comes down to a question 


of whether he is seeking an interest in 
a business, earning power and income, 
or merely is buying a quotation, If he 
is buying “income” and not just “the 
price of the hour,” isn’t long-term per- 
spective the primary requisite? And 
don’t transient quotations assume less 
importance ? 

It has been said that in its securities 
buying habits this country is gravitat- 
ing toward the English practice of 
emphasizing income above quotations. 
While it has been the custom in Amer- 
ica to express one’s wealth in terms of 
existing market quotations, no matter 
how temporary, Englishmen have al- 
ways measured their wealth by pounds 
of annual income. 

Investment buying is becoming more 
prevalent in the domestic securities 
markets. With this changed character 
of business, don’t former market atti- 
tudes and some of the practices estab- 
lished by ume and custom come in for 
re-examination? If one buys a_ se- 
curity for investment reasons, isn’t it 
logical to disregard, to a degree, later 
speculative influences? And when one 
sells, be sure he is selling for an invest 
ment reason, also? 

Defining the objective in this way 
would seem to help in deciding whether 
the dividend outlook or day-to-day price 


probabilities are to be the ruling factor. 





Time for Action 


(continued from page 5) 


In recent years it has been rather in- 
active, but now the thought is receiving 
growing support that the organization 
bestir itself as a local accelerator in 
connection with the national drive to 
acquaint the public afresh with listed 
stocks and bonds. 

From a broad standpoint, however, 
Philadelphia seems to require a strong 
organizational movement in order to 
weld the diverse interests into a cohesive 


group to back trade association policies. 


6 


The groundwork for this task would 
appear to have been well laid in the as- 
sociation’s balanced administration. 
Expressions of self-interest naturally 
come into all private discussions of the 
New York market’s moves to improve 
public relations and revive general pub 
lic demand for its facilities. There is, 
nevertheless, surprisingly little competi- 
tive feeling; probably this derives from 
the fact that numerous Philadelphia 
Stock Exchange member firms are also 
members of the New York Board. 
Sentiment seems to be that all organ- 


ized exchanges face the same_ basic 


problems—lack of volume, hampering 
regulations, and so forth. At the same 
time it would be unrealistic to overlook 
the fact that many in the financial dis- 
trict of the Quaker City feel some of 
the troubles of the New York Stock 
Exchange have their roots in its own 
past actions, The impression still per 
sists that the New York Stock Ex 
change thinks of itself as a somewhat 
exclusive club—and this despite much 
that has been said and written to the 
contrary, 

Broadly, the Philadelphia financial 


(continued on page 10) 
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ROM time to time during the last 
eight months, THe Excuance has 
published articles dealing with various 
listed equities which have paid divi- 
dends without omission for periods of 
ten, twenty—up to ninety-four—years. 
Each article has been a signal releas- 
ing a flood of incoming mail . . . not 
to mention scores of individuals who 
have come in person asking for 
copies of the articles and more 
more ,.. of the same information. Not 
only has the recurrent demand taken 
every copy of several monthly issues of 
the magazine but thousands of reprints 
of individual articles have also had to 
be published. 

In the November Excuance, for ex- 
ample, an article referred to yields on 
269 common stocks that had paid divi 
dends consecutively for ten years or 
longer and were currently yielding an 
average of 6g per cent. This informa 
tion was picked up and_ printed by 
many newspapers as a matter of finan- 


clal news. 


em : — 


{ 
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Within a few days requests for copies 
of the magazine and, also, for the 
names of the stocks comprising the list 
came from hundreds of inquirers in 
more than 18 States! 

While the occupations of most of the 
applicants could not be identified from 
the letters, this sampling was obvious 


from letterheads: 


An Towa merchant; the President 
of a Texas bank fixture company: a 
Vice-President of an up-State New 
York bank: an official of a New Jer- 
sey paint manufacturing concern: a 
Boston attorney; an officer of a New 
York State dairy products company: 
an insurance broker in Indiana; a 
chiropodist in California; a New Jer 
sey feed merchant; a Baltimore bank 
official, a Massachusetts paper manu 
facturer; the publisher of a directory 
in Pittsburgh; a Texas general mer 
chant; a State of Washington physi 
cian; a Massachusetts lamp manufac 
turer, and a New Jersey tool maker. 


A “Run” on the Magazine 


A survey of the seekers of comparable 
information about listed stocks pub 
lished last April would cover an even 


wider segment of occupations. An 


article appeared that month entitled, 





“Typical Yield Among 577 Dividend 


Paying Stocks Is 7.2 Per Cent.” A table 
depicting the current yields of 50 com 
mon stocks was printed with it, and a 
genuine “run” on the available supply 
began at once. The tenor of letters 
asking for copies extended all the way 
from bewilderment over the seemingly 
surprising fact that common. stocks 
vielded anything at all to complaints 
because the public had not been better 
informed by brokers about investment 
opportunities. 

The entire printing was quickly ex 
hausted, leaving fully 20 per cent ot 
the applications for the magazine un 


tilled. 


Was made in order to meet the situa 


A special reprint of the article 


uion, 

Robert P. Vanderpoel, Financial Edi 
tor of the Chicago Herald-American. 
seeing in the article an element of in 
formational service to his readers, had 
telegraphed The Excuance for a hun 
dred reprints, and offered them to any 
one who would send in a self-addressed 
envelope. There again the response 
was heavy. It was necessary tor 600 
additional copies to be sent to Mr. Van 


(continued on page 10) 








Investment 


Angle... 


cc HE industrial stock average ad- 


vanced yesterday through the old 
resistance level—” quoting an_ inter- 
preter, any interpreter, of chart lines— 
“and if the rail average should soon fol- 
low suit, confirming the action of the in 
dustrial index, it could be assumed... .” 
The assumption would be that the 
trend of market prices was recording 
a significant change. Thousands of 
traders for capital gains in stocks listed 
on the New York Stock Exchange 
would become alert. Many industrial 


producers and merchandisers would 


take notice. Securities brokers would 


watch the index for a forecast of in- 
creased market activity. 


Are 


ten, twenty, thirty or more stocks em- 


Common stock averages! the 
ployed to arrive at an average price for 


industrials, rails or public utilities, 
selected so as to trace principally the 
course of speculation ? 

The question applies to any recog- 
nized stock price index. To say that 
such an index merely reflects the trend 
of the market would fall far short of 
a comprehensive answer. Price trends 
result from public impulses either to 
buy or sell equities. While most of the 
emphasis laid upon “averages” has al 


ways arisen from speculative thinking, 


8 


Common Stock 


Indexes from an 


some market phenomena of recent 
years have caused wonder whether stock 
indexes, and the selected common 
stocks which they comprise, have not 
become increasingly influential in other 
directions. 

Study of the components of such in- 
dexes suggests that a gradual evolution 
has been under way during the last 25 
years. To point up this thought, each 
of the thirty stocks used in the 44-year- 
old industrial average of Dow-Jones & 
Co. was on a dividend-paying basis in 
1940 and 1941, while all except one paid 
dividends in 1939, and all but two paid 
in 1938, and, again, all made payments 


in 1937. 
Trend of Dividends 
When 


back, it is seen that in 1926 all of the 


the record is traced further 
thirty, with the exception of four, made 
a return to stockholders—and that was 
a year in which the ravages of the Great 
Depression were still affecting the earn- 
ings of many corporations. On a per- 
centage basis, 1936 saw about go per 
cent of the “average” industrial stocks 
paying dividends; in 1926 exactly 85 per 
cent made returns to shareow ners; in 
1916 only 75 per cent made disburse- 


ments. 









GALLOWAY 


The evolution, then, has been in the 
direction of increasing dividend stabil- 
ity among average common. stocks. 
This has not been due to any legerde- 
main on the part of the Dow-Jones 
index-stock selectors, for there have been 
few substitutions in recent years—only 
two since 1937—and the components 
are approximately the same as they 
were ten years ago. Rather, inasmuch 
as average stocks are chosen because 
they are: (1) representative of an in- 
dustry; (2) prominent in volume-deal- 
Stock (3) 


carefully diversified among basic indus- 


ings on the Exchange; 
tries, the change traced by them over 
the years 7s really an evolution within 
industry, itself. 

Dividend records have no direct bear- 
ing upon average stocks which fulfill 
the three specified requirements. Amer- 
ican Can, for example, could fairly be 
rated as an “average stock” for a long 
period prior to the 1920's, when it paid 
An index which failed 
to include U, S, Steel would hardly be 


no dividends. 


complete, and the Steel dividend has 
been erratic. What is seen upon sur- 
veying the thirty stocks is a growth of 
corporate earning power, demonstrated 
in an over-all sturdiness as dividend 


payers of equities that, a few years ago, 





generally considered as run-of-the- 
mi speculations. 
1¢ same impression would be ob- 

tained from other standard compila- 
tions of average price indexes—Dow- 
Jones is cited here merely because it 
happens to be the oldest. Among the 
best-known indexes, many stocks found 
in one appear also in the others. Those 
used by Dow-Jones & Co. in figuring 
the industrial average are these: 

\llied Chemical Int. Nickel 

Amer. Can 

Amer. Smelt. Loews, Inc. 

\mer. Tobacco Nat. Distillers 

Amer. Tel. & Tel. Nat. Steel 

Beth. Steel 

Chrysler 


Johns-Manville 


Procter & Gamble 
Sears Roebuck 
Corn Products Stand. Oil of Calif. 
du Pont Stand. Oil (N. J.) 
Eastman Kodak Texas Co. 

Gen. Electric Union Carbide 
Unit. Aircraft 
U.S. Steel 
Westinghouse 
Woolworth 


Gen. Foods 

Gen. Motors 

Goodyear 

Int. Harvester 

As the eye runs over the names of the 
stocks, it would be easy to say, in the 
light of present earnings, “Why, I would 
expect those issues to be pretty steady 
dividend payers.” But would it be as 
easy to add, “The exhibit is, after all, 


just an array of speculative stocks?” 


The Past Record 


Let’s see what the industrial stocks 
used in the averages paid 25 years ago, 
with a side glance at the composite 
yield on money theoretically invested in 
them. In this way the process of evolu- 
tion may be examined in some detail. 

Back in 1916 the compilers of price 
averages had far fewer listed industrial 
stocks to sample than is the case today. 
The Dow-Jones index was then figured 
on the basis of 20 stocks, instead of the 
current 30. The same three principles 
which apply today were also used then, 
but it is noticeable, in considering the 
average issues at that time, that most 
of them do not appear in the “average 


stocks” employed in 1941. Mergers did 








away with one or two; others, as indus- 
trial changes occurred, were replaced by 
more representative stocks. 

March 1, 1916, offers a convenient 
date to begin the study, inasmuch as it 
stood practically in the middle of a five 
vear period in which no. substitutions 
were made among the index stocks. 
As noted before, 75 per cent of the 
stocks were paying dividends. If a pur- 
chase had been made of one share each 
of the individual stocks, the cost would 
have been $1,813 for the block, and the 
dividends received (referring to the 
amounts per share distributed in the 
preceding year) would have returned a 
yield of 3.75 per cent on the purchase 
price. 

Yield in 1926 

Ten years later, when 85 per cent of 
the index stocks were on a dividend 
basis, a similar purchase would have 
cost $2,803 for one share of each stock, 
the aggregate dividend receipts would 
have amounted to $124.50—an increase 
of 82 per cent over the amount in 1916 
—and the yield was 4.44 per cent. For 
clarity, the figures as of March 1, 1926, 
are tabulated. 

No. oF SHARES Cost YIELD 
20 $2,803 4.44 

Any comparison between prices and 
yields of groups of the same, or sim- 
ilar, stocks over a ten-year stretch re- 
quires, of course, some qualifications. 
Business activity fluctuates, earnings in- 
crease or recede, wars or monetary con 
ditions affect prices and dividends. 

Many economists refer to 1926 as a 
“normal” year. It is obvious that the 
same industrial conditions would not 
affect average stocks in 1926 as those in 
Operation in 1916, a war vear. Never 
theless, the progress of dividend pav- 
ments permits emphasis because of the 
actual record; and a look over the next 
ten-year period to 1936 brings into the 
foreground a further growth of divi- 


dend stability. 


The number of “average” stocks was 
increased to 30 by Dow-Jones on 
October 1, 1928. From that point on- 
ward the risks of dividend omissions 
were increased because the number of 
stocks was increased by one-half. Be 
sides, the most severe business depres 
sion of a generation was in the making. 
Yet the resilience of the corporations 
behind the average stocks emerging 
from this period was such that all ex 
cept 10 per cent of the issues were pay 
ing dividends by 1936. 

The dividends in most cases reflected 
depression earnings; they were low, on 
the whole, but they were earned and 
paid. Some distortion comes into the 
picture when a theoretical investment 
is made in one share each of the aver- 
age stocks on March 2, 1936, for stock 
prices in that year ran up swiftly. 

The yield, derived by dividing the 
$2,326 cost of the block into the $61.45 
total of 1935 dividends paid on them, 
was 2.64 per cent. In tabular form: 
No. oF SHARES Cost YIELD 

30) $2,326 2.64 

The tendency of dividend payments 
to lag behind the front of industrial 
activity, or industrial decline, is inherent 
in business. The upsurge of industry 
in 1936 was effective in restoring the 
delinquent average stocks to the divi 


dend column in 1937. 


Yield in 1941 

When five years more are added to 
the record, a situation is discovered 
which is contrary in a significant way 
to that prevailing in 1936. With the 
total of dividends on a theoretical one 
share-each purchase of the Dow-Jones 
index equities standing 73 per cent 
higher than in the earlier year, the re 
sult was as follows: 
No, or SHARES Cost YIELD 

30) $1,824 5.83 
These calculations apply to the posi 


tion of prices early in March, 1941- 























keeping the study of averages on a 
The 
dividends referred to are those paid in 
full 1940. 


reckoning down to December 1, the 


comparable basis for the 25 years. 


the year of Bringing the 
yield is 6.21 per cent. 


An 


figuring the average yield would be to 


ultra-conservative method — tor 
remove from consideration the 13 higher 
vields and the 13 lower ones, leaving 
the middle 4 of the Dow-Jones index 
stocks, Dividing the sum of the 4 prices 
by 4, 
result: 


these “medial averages” would 


Averace Yep oF INDEX Stocks 


In Marcu By Years 
Dec. | 
1916 1926 1936 194] 


194] 


3.92 4.82 


2.52 3.63 


To refer back to the original ques- 


tion: are “average” stocks so selected 
as to trace principally the course of 
speculation? The weight of profes 
sional comment may be that speculative 
phenomena still are dominant in “aver- 
age” stock-price movements, but the 
record suggests that investment factors 


have become increasingly important. 





Time for Action 


(continued from page 6) 
community holds, however, that if New 
York, considering the Exchange as a 
unit, a market place, has settled its 
major differences with Washington, if 
it succeeds in its over-all objective of 
impressing the public with its national 
scope and usefulness, if it succeeds in 
building new business—then all Phila 
delphia securities business will benefit. 
These “ifs” loom rather large at the 
moment. The way to eliminate them 
is to promote close cooperation through 
the activities of the trade association. 

As matters stand, discussion of meth 
ods would seem to be of less importance 
just now than the task of building a 
working organization. | 


can support 


10 


the assertion that some urgency lies 
behind this thought by being less gen- 


eral than in the foregoing comment. 
Ideas of Local Brokers 


A sampling of ideas harbored among 
responsible local brokers and dealers 
produces sharp extremes. It is declared 
in some quarters that no sense is found 
in the attempt to do by indirection 
(employing the Association of Stock 
Exchange Firms) what the Stock Ex- 
change should itself do directly (make 
its own representations and fight vigor- 
ously on all fronts). That thought 
springs from a view that the New York 
Stock Exchange is seeking to confine 
itself to a purely mechanical function, 
whereas it should assume completely 
the responsibilities that evolve upon any 
institution “strongly vested with a pub- 


lic interest.” 
A Broad View 


That, of course, is a view which does 
not make a distinction between mem- 
ber firm activities and the function of 
the Exchange as a market place. Op- 
posed to those who would keep respon- 
sibility in all activities closely centered 
on the Exchange, there stands at the 
other extreme a view that the Associa- 
tion of Stock Exchange Firms, by itself, 
does not cover enough ground. Propo- 
nents of this latter slant envision a giant 
industry - securities - banking committee 
with members recruited from trade or- 
ganizations of all kinds! 

Obviously, when ideas range so far, it 
becomes evident that a workable focal 
point is called for. The trade associa- 
tion’s general program does not look 
at all complicated. It focuses upon 
measures helpful to the financial indus- 
try and useful to the public. Reflecting 
Philadelphia opinion, there remains lit 
tle to do in explaining the objectives, 
but a lot to do in perfecting an organ- 
ization—which will have a definite job 


assigned to it. 


VISITORS TO THE 
STOCK EXCHANGE 


The New York Stock Exchange has 
been visited this year by more delega 
tions from banking — organizations, 
women’s clubs, fraternities and the like 
than in 1940. Groups coming from ele- 
mentary schools of New York and vi- 
cinity have also increased greatly in 
number. For these classifications the 
period between January 1 and Decem- 
ber 17 saw an increase of 150 per cent in 
the number of individual visitors over 
the full 1940 year. 

While group-visits from colleges de- 
clined in number, they represented 14 
States, against 11 States last year. A 
foreign collegiate delegation came from 
Brazil, but visitors from distant nations, 
as a whole, receded substantially. Only 
28 foreign countries were represented 
on the Exchange’s registration book, 
compared with 46 in 1940. 

Casual visitors numbered 73,955 and 
group visitors totaled 11,066, or $5,021 


all told. 


was as follows: 


The record of group visitors 


No. of 
Groups 


Individuals 


ones ness in Groups 


New York City 64 1,237 

Out of Town 65 1,543 
SECONDARY SCHOOLS— 

New York City 9] 2215 

Out of Town 76 2.012 
LLEMENTARY SCHOOLS— 

New York City 46 1.509 

Out of Town 6 198 
MISCELLANEOUS— 

New York City 50 1,096 

Out of Town 42 1,256 

Totals 440 11,066 


As has long been customary, visitors 
have come from all of the 48 States. The 
students were drawn to the Exchange 
from New York, New Jersey, Pennsyl- 
vania, Rhode Island, 
North Carolina, Delaware, Connecticut, 
Maryland, West Virginia, Ohio, Indi- 


ana, Illinois, Florida, Texas, California 


Massachusetts, 


and Oregon. 
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Stock Price 


Movements Shown 


By Industrial Groups 


A the outbreak of war overshadowed 
other developments in its influ- 
ence upon stock prices, selectivity be- 
came, for a time, less of a factor in the 
market. The market as a whole experi- 
enced more uniform price movements, 
becoming more of a “stock market” 
and less of a “market of individual 
stocks.” 

But as adjustments to war conditions 
are made, selectivity now gives signs 
of returning to the market, and the 
familiar pattern of diverse price move- 
ments among the various industries once 
again asserts itself. There are few 
aspects of the market which appear 
more vital to the share buyer’s interest 
than an understanding of the selectivity 
of stock price movements, both as to 
industry and as to companies within an 
industry. 

Returning to a period before the shock 
of the Japanese attack caused share 
prices to fluctuate widely, the market 
formed the pattern shown by the chart 
at the right, in the interval Oct. 1, 1941 
to Dec. 1, 1941. Partly under the pres- 
sure of selling to establish losses for 
income tax purposes, the average mar- 
ket price of all common stocks on the 
list declined 10.1 per cent in this period. 

But, as the accompanying chart shows, 


price movements in the separate indus- 


PRICE PERFORMANCE OF 836 COMMON STOCKS 


— By Industrial Groups — 


OCT. 1, 1941 to DEC. 1, 1941 





Groups Which Declined More than the Average 


LINE OF AVERAGE PERFORMANCE 
(Average was a Decline of 10.1 Per Cent) 


Per Cent More than Average Decline 


Per Cent Less than Average Decline 
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trial groups varied widely. Declines 
were considerably less than the average 
for the petroleum, business and office 
equipment, 


amusement, shipbuilding 


and operating, aviation and_ textile 
shares, They were considerably larger 
than average for the utility holding com- 
pany, tobacco, rubber, building, and 
paper manufacturing and publishing 
shares, 

This characteristic of wide diversity 


in the results of individual industries 


appears also, of course, in rising mar 
kets—or even in markets in which the 
averages are held to a standstill. 

For example, an earlier period for 
which results were surveyed was May 
31, 1940, to May 31, 1941. Over this 
time, the market value of all listed com 
mon stocks gained only 1.7 per cent; 
yet the shipbuilding and operating, 
amusement and petroleum industries 
each gained more than 20 per cent. 


Meanwhile, the shares of the utility 


II 


Groups Which Declined Less than the Average 











holding companies fell off about 28 per 
cent in value, utility operating com- 
panies 18 per cent, and tobacco com- 
panies 14 per cent, 

It will be noticed that the industries 
which did the best over these twelve 
months also held up well in the mar- 
ket of the past Fall, while some of the 
groups less favorably situated at the 
earlier time continued to do poorly. The 
merit of appraising individual indus- 
try outlook receives double demonstra- 
tion—both in rising and falling markets, 

There is a second angle from which 
stock prospects can be viewed to ad 
vantage. It can be shown that the in 
vestment-grade issues ordinarily fluctu- 
ate less widely than most of the other 
stocks. In the unfavorable market from 
October 1 to December 1, for example, 
the 269 common stocks on the Exchange 
which have paid dividends for at least 
ten years declined 8.3 per cent in price, 
on the average. Meanwhile, the re- 
maining 567 listed common stocks de- 
clined an average of 11.5 per cent. 

The price changes of the individual 
issues in these two groups are detailed 
In the table al the top of the adjoining 
column. 

Among the ten-year dividend payers, 
235, Or nearly go per cent, of the issues 
lie concentrated in the 


price change 


brackets between plus 5 per cent and 








Remainder 

of Common 

Stock List 
(No. of Issues) 


Ten-Year 
Per Cent Dividend Payers 


Change in Price (No. of Issues) 


Over + 10 2 21 
5 to + 10 8 17 
0 to — 5 30 53 
0 to 5 16 72 
5 to 10 73 92 
10 to 15 53 97 
15 to 20 33 90 
20 to 25 12 59 
25 to 30 7 26 
30 to 35 5 20 
35 to 10 1] 
Over 10 9 








minus 20 per cent. Only about 70 per 
cent of the other stocks on the list fall 
within these limits. And there were 
another 20 per cent in the second group 
which suffered more severe declines. 

The proportionate price changes are 
shown in the chart below. 

The point made in an article in the 
November issue of THe Excuance— 
namely, that the investment side of the 
market warrants clearer recognition, in 
contrast to 1ts speculative aspects—is one 
upon which too much emphasis cannot 
be laid. 

Consideration of the many and varied 
owners of listed stocks—banks, estates, 
trusts, universities, private investors, em- 


ployee groups, and so forth—is alone 


sufficient to indicate the wide range of 


needs which listed stocks fulfill. 


PERCENTAGE PRICE CHANGES OF TEN-YEAR DIVIDEND PAYERS 
COMPARED WITH THE REMAINDER OF THE COMMON STOCK LIST 


OCTOBER | 


260 STOCKS PAYING DIVIDENDS 
TEN YEARS OR LONGER. 


Benn S67 OTHER LISTED STOCKS. 
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Broker’s Opportunity 

(continued from page 2) 
been made to sell stocks which have 
advanced, and the purchase of issues 
which have declined has been recom- 
mended; but the net “wash-out” of the 
sell list against the buy list almost in- 
variably has (1) brought the client bet- 
ter income; (2) better quality, and (3) 
appreciation in principal instead of 
depreciation, 

Consequently, the commission busi- 
ness has increased; customer ties have 
been strengthened; salesmen have been 
reinspired; and the number of portfolios 
submitted for analysis continually is in- 
creasing the size of the firm’s active 
clientele. And all this is being done in 
a none too favorable market. 


Improvement is Progressive 


It may be objected that this is an 
expensive way of doing business. It 
does mean that commissions come at 
the expense of “the sweat of the brain,” 
but they do come; and the improve- 
ment is progressive. The salary over- 
head of an investment advisory division 
depends upon the ability of the person- 
nel to turn out work. Some people 
work faster than others, sprout ideas 
more readily and have a “touch” which 
is all important. Others are slow, over- 
cautious and mentally infertile. The 
problem of the brokerage house in 
organizing an investment advisory divi- 
sion, or converting its statistical de- 
partment into one, is not so much one 
of salaries as it is of getting the right 
man, The right man will pay for him- 
self almost regardless of salary, and the 
Wrong one is expensive at any price. 

The brokerage business is becoming 
more and more a personal service affair; 
and we ought not to let the investment 
counsel organizations take it away from 
us. It is a sorry prospect (to us) that 
they have prospered and grown while 


we have starved and shrunk. 
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~20OM the activities of a young 
F Navy doctor interested in improv- 
ing the quality of medical supplies for 
the Government to a nationally-known 
organization engaged in the manufac- 
ture and distribution of pharmaceutical 
and medicinal preparations is, in a sen- 
tence, the story of E. R. Squibb & Sons. 
The company’s preferred and common 
stocks are to be listed on the New York 
Stock Exchange in December. 

The doctor was Edward R. Squibb. 
A volunteer in the Mexican War, he 
at one time served on the U. S. store 
ship Erie, where his talents in perfecting 
higher standards of purity and uniform- 
ity in drugs were brought into use. 

By 1852 Dr. Squibb’s research in this 
field, including experiments in the 
manufacture of ether by the steam heat 
process, had reached a point where the 
Government assigned him to the Brook- 
lyn Naval Hospital to organize a 
laboratory. When he had established 
standards of purity for ether, he turned 
next to the study of chloroform and 
other pharmaceutical preparations. He 
also assayed opium and perfected the 


use of cocaine for operations. 


Founds Private Laboratory 


Commercial opposition to the Navy 
laboratory developed in 1857, and Con- 
gress failed to grant it further funds. 
The Chief Medical Officer of the Army 
thereupon urged Dr. Squibb to estab- 
lish a laboratory of his own from which 
to furnish medical supplies for the 
Army. Dr. Squibb acquired a_ plant, 
but it burned down before it had been 
IN Operation a year. 

Friends in the medical profession then 
offered to provide him with the funds 
—to be a gift—with which to build a 
new laboratory. Dr. Squibb accepted 
the money, but only on the condition 
that it be a loan. The new facilities 
were built, and in time the loan was 
paid off with interest. 


The modern commercial develop- 


ment of E. R. Squibb & Sons began in 


1905, when Theodore Weicker joined 
with Lowell M. Palmer to acquire the 
business and continue it in operation. 
From an establishment which at that 


time had but one salesmen, and about 


R. Squibb & 


Sons has grown to an organization of 


100 employees in all, E. 


approximately 3,000 employees. “Two 
manufacturing plants, at Brooklyn, 
N. Y., and New Brunswick, N. J.. turn 
out some 535 items comprising lines of 
pharmaceutical, medicinal, chemical, bi 
ological, vitamin and household medi- 
cinal and toilet products. About 125 


of these are new products which have 








been added within the past five years. 
Sales of vitamin products and pro- 


fessional products have made the larg- 








































Left, top to bottom: The New Brunswick and 
Brooklyn laboratories of E. R. Squibb & Sons. 
Right, top to bottom: Draining excess water 
from milk of magnesia; pans used in’ coat- 
ing tablets; crystallizing sulfathiazole. 


est gains in recent vears, the company 
reports. Its principal customers are 
retail, drug stores, hospitals, physi 
cians’ supply houses and governmental 
agencies. 


Research has continued as an inten- 


(continued on page 17) 





















Fos many large corporations the 
job ol getting every stockholder to 
vote at the annual meeting would be 
comparable in magnitude to that otf 
getting out the vote in the political elec 
tions of several of the States. In seek 
ing the continuing, active interest of 
stockholders, corporate management 
tackles a task no less small—and some- 
what more involved. 

Most of the companies with secur- 
ities listed on the New York Stock Ex- 
change have seen their stockholder lists 
grow appreciably in recent years. Their 
managements have welcomed this wider 
participation—and support—by the pub- 
lic, but unavoidably it has placed the 
owners at a greater distance from their 
enterprise. 

Not only are there more stockholders, 
put corporate management has a harde r 
fight on its hands if it is to gain their 
individual attention. In the days when 
fewer persons owned stocks, and the 
stake of each was larger, the value of 


keeping informed of affairs 


company 


was immediately apparent. 


] 


gut today stocks are so widely dis 


tributed that the vast majority (about 


of all 


Thus the dividends received 


yo per cent) stockholders own 
odd lots. 
by each from any one enterprise are but 

small fraction of total personal in 


ome and interest diminishes propor- 
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tionately. The small stockholder is apt 
to see himself remote from company 
When he 


dends and earnings, he sometimes. is 


affairs. thinks about divi- 
inclined to see them as circumstances 
over which he has no control—like the 
interest rates on his bank deposits, or 
the amount of the premium he must 


pay on his life insurance. 
Combating Stockholder Inertia 


That 


alive to the need of combating this 


publicly-owned enterprise is 
inertia is shown by the programs of 
stockholder information which a num- 
ber of leading corporations are under- 
taking. United Air Lines recently ap- 
pointed an assistant to the president 
who, on behalf of the president, will 
the company in its stock- 


John W. Newey, of 


the Chicago investment firm of Stern, 


represent 


holder relations. 


Wampler and Co., has been chosen to 
General Mills, Inc., 


has for the past three years been holding 


fill this position. 


informal stockholders meetings in the 
principal cities of the country. 


Johns-Manville 


regional meetings for its stockholders. 


In 1940 
Corporation initiated 

As part of its service to group policy 
holders, Metropolitan Life Insurance 
Company recently surveyed the activ 
ities of 76 industrial companies in im 


proving their stockholder relations. It 


Stockholder, 


4This Is Your 





Company! 


found that most are active in this field 
and practically all are considering ways 
A few 
have set up elaborate facilities for this 
The field of 


readable financial statements and_ spe- 


to increase stockholder interest. 


purpose. whole more 


cial reports to stockholders on such 
subjects as defense operations, the busi- 
ness outlook and labor policies is, of 
course, a part of this effort. 

The philosophies behind these pro- 
grams reveal altruism mixed with real- 
ism. In explaining the attitude of his 
company, W. A, Patterson, president 
of United Air Lines, has said that it sees 
itself with the responsibility to discour- 
age purchases of its shares by get-rich- 
quick speculators who don’t realize 
that air transport is a long-pull proposi- 
tion rather than something that will 
give them a lot of action. 

After the emergency, he foresees a 
period of vast expansion in ~ which 
United Air Lines might quite conceiv 
ably have to go to the public for money 
to increase its capitalization from the 
present $19,378,000 to perhaps as much 
“The 


market may Or may not present a dith 


as $100,000,000. future money 
cult problem in raising such capital,” 
he says, “but in either event, the com- 
pany that now takes a position of estab- 
relationship — with 


lishing a sound 


stockholders, in my opinion, cannot 
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help but benefit in the future financing 
provided our program is honestly and 
sincerely carried out.” 

General Mills’ program of regional 
meetings got under way after the com- 
pany’s regular annual meeting at Wil- 
mington, Del., in the Summer of 1939 
at which, it is reported, only 3  stock- 
holders other than officers appeared. 
Since then it has toured the country, 
holding meetings in as many as 16 
principal cities. In New York more 
than goo shareholders were present at 
one gathering, and attendance usually 
has averaged about one-third of the 
stockholders in the vicinity. 

James F. Bell, Chairman of the Board 
of General Mills, Inc., attends all the 
gatherings and meets the stockholders 
personally. Describing the purpose of 
the visits, he says, “We have more hold- 
ers of just a few shares than ever 
before. There are many more women 
stockholders. Most of our stockholders 
are long-term investors, not speculators. 
As such, they deserve to be better 
acquainted with the operations and 
management of their company, and 


with their obligations of ownership.” 
Metropolitan Life’s Survey 


Random facts from Metropolitan 
Life’s survey of 76 companies are: 33 
of the concerns greet new stockholders 
with a letter of welcome (some send 
booklets also) . . . Bristol-Myers Com- 
pany and Scott Paper Company send 
new stockholders gift boxes of their 
products . When American Chicle 
Company sent stockholders a combina- 
tion package of chewing gum and a 
greeting card at Christmas time, it re 
ceived more expressions of appreciation 
than it does when an extra dividend is 
declared. 

At its 1940 meeting, United Fruit 
Company exhibited two sound motion 
pictures and served stockholders bana 
nas complete with cellophane jackets in 


which to wrap the banana peels. 


Special letters frequently are sent to 
stockholders on a_ variety of topics. 
One once made the suggestion “not to 
be unduly influenced by daily market 
quotations of the stock.” Some com- 


panies acknowledge the receipt of 
proxies, also the acquisition of addi- 
tional stock. When holders dispose of 
their stock, a number of companies 
write expressing their regret and, in 
some instances, inquire into the reason 
for the sale. 

A strong appeal to stockholders to 
use the company’s products or services 
runs through much of the literature 


distributed to them. 
Stockholder Opinion Surveyed 


The initiative in) promoting stock- 
holder-management relations has rested 
mainly with the companies. But fre- 
quently analyses of stockholder opinion 
have preceded the action taken. Ralph 
Gates, marketing and public relations 
counsel of New York City, has. sur- 
veyed a cross-section of 1,500 holders 
of stock in three companies, Bridge- 
port Brass Company, General Foods 
Corporation and McCall Corporation. 
He found that only 46 per cent of stock- 
holders read their annual report thor- 
oughly, 51 per cent glance through it, 
and 3 per cent don’t pay it much atten- 
tion, 

The reason for the low percentage of 
readers, he believes, is found in the 
answer which these stockholders gave 
to the second item of the question 
naire: 44 per cent find most reports 
dithcult to understand; 44 per cent say 
they are interesting and instructive; and 
12 per cent feel they are not worth 
much attention. 

Attitudes toward the new trend in 
illustrated reports are revealed by the 
set of answers to the next question: “It 
a company sent me an annual report 
that was illustrated with pictures sim 


ilar to the style of Life magazine, | 


would think the company was... (The 


stockholder could check more than one 


answer if he desired.) 


12 per cent... Undignitied 
I g 
22 per cent Modern and up to dat 
16 per cent Poorly managed 
63 per cent Making an honest et 
fort to make me un 
derstand company 
I 
progress 
I4 per cent... Trying to cover) up 
yin } 
something by diverting 


my attention, 


One comment volunteered on the sub 
ject of relations in general was: “What 
ever can be done to make the small 
stockholder feel he has a voice in the 
affairs of his company will improve 
stockholder-company relations.” 

In many respects the mass stockholde: 
appears to be a twentieth century 
phenomenon with whose problems, and 
wants, few have shown the ability to 
deal. He frequently has been the “for 
gotten man” of governmental policy. 


Stock Exchange firms only now are 


USHING 

Defense activities are a high point of stock- 
holder interest. Here American Locomotive 
Co. displays normal and defense production 


adjusting their atfairs so that they can 
handle his small amount of business on 
a modern and up-to-date basis. And 
only lately have many corporations 
awakened to the necessity of courting 


the continuing good-will of their owners. 
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Zest for Facts 
About Stock Yields 


(continued from page 7) 


derpoel. He wrote in his editorial 
column: “Readers literally deluged us 
with requests.” 

Despite publication over-runs and re- 
prints, as part of an effort to anticipate 
the steadily increasing demand for these 
“dollars and cents” factual analyses of 
the list, the problem of satisfying the 
Listed stocks— 
New York 


Stock Exchange—their yields and divi- 


demand continues. 


stocks traded in on the 
dend records, presented by groups, are 
the direct cause, a challenging commen- 
tary when reviewed in the light of a 


consistently inactive stock market! 


Search for Explanations 


How can this hunger for factual in 
formation about equities be explained ? 
What is its significance? Certainly it 


is not idle curiosity which moves 
people to take the trouble to write for 
copies of a magazine dealing solely 
with phases of finance. The “quality” 
of the letters, and the letterheads of 
many of the applications, indicate that 
well-to-do as well as others less “well 
fixed” have an equally keen desire to 
learn more about securities on a strictly 
personal basis. While unusually high 
yields apparently attract many, the bulk 
of the communications suggest that in- 
middle 


formation is wanted in_ the 


vield brackets equities which are 
backed by demonstrated earning power, 
A large section of those interested in 
this information are, obviously, poten 
tial investors who do not find it easy 
to discover media for putting their 
funds to work; others are already stock 
who seek facts 


holders useful in im 


proving the “pay” value of the secur 
ities they may have had for some time. 

Some fact-hunters are responsible for 
and use 


the management of estates 


Tne Excuance’s studies to check their 
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holdings in point of diversification. 
Others are evidently managers of their 
OWN interests in securities who are alert 
to find issues which will increase their 
incomes. A_ logical inference comes 
from inquiries from such sources that 
equities are receiving an increased at- 
tention from executors and _ trustees: 
also from substantial investors who de- 
sire to combine good yields with a 


broader diversification of their holdings. 


Interest Largely Personal 


The majority of requests for the 


magazine represent an individual in- 
terest, ie, few applications for the pub- 
lication are received from investment 
trusts, investment companies or trust 
companies which have their own ma- 
chinery for analyzing securities. Inas- 
much as another section of the applica- 
tions reveals a rather indefinite knowl- 
edge of securities, it would seem that 
a sudden revelation about yields has 


come to some after long absence from 


security market areas. 
Such letters as these point toward 
this latter category: “I had no knowl- 


edge that stocks were offering an in- 
come like your records show.” 

“As 1 am again looking into invest- 
ments, it was gratifying to learn that 
good incomes may be obtained from 
certain stocks.” 

“Having confidence in your judg- 
ment, | would appreciate receipt of that 
list of stocks with a ten-year consistent 
dividend record.” Approbation like 
this is something which the editors like 
THe 


EXCHANGE Is solely a distributor of facts 


to read but cannot accept, as 


and in no way acts as an investment 


counsellor. The tenor of many letters 
is this: “I should like to have an oppor- 
tunity to study the list, for the purpose 
of possible purchase.” 

The public 7s receptive to facts about 
listed equities. In the evidence of this 
situation which the magazine receives 


daily is material explaining the large in- 





Earnings Rise 32.3 Per Cent 


The final tabulation of earnings 
in the first nine months for com- 
panies with common stocks listed 
on the New York Stock Exchange 
shows that profits were 32.3 per 
cent higher, in the aggregate, than 
in the same period last year. 

The addition of companies which 
made their figures public during 
the past month resulted in a slight 
increase over the earnings gain of 
28.3 per cent, reported in the No- 
vember issue of THE ExCHANGE. 

Combined earnings of the 490 
companies now reporting totaled 
$2.156.835,000, against $1.630.- 
260.000 in the period last year. 
Only 15 companies in the entire 
group incurred losses. 

There were 39 concerns which 
turned losses in the first nine 
months of 1940 into profits this 
vear. The rails are dominant in 
this group, with the motor com- 
panies also represented. 


The widespread gains enabled 
every industrial group represented 
on the common stock list to show 
an increase over last year. The best 
made by the rails. 
whose profits were up 237 per 
cent, the amusement companies. a 
gain of 85.8 per cent, and the re- 
tail merchandising companies, a 
rise of 59.3 per cent. 


gains were 











crease of the number of corporation 
stockholders in recent years, despite a 
dull market performance. Investment 
has been proceeding quietly, but on a 
broad front; and with awakening inter 
est disclosed by a public zest for studies 
of equities listed on the Stock Exchange, 
an opportunity for the financial indus- 
try is offered . . . especially to the Asso- 
ciation of Stock Exchange Firms, now 
functioning as a securities market trade 
body. 

A wider public grasp of the worth 
and income yield of securities affords 
a fertile field for the spread of informa- 
tion about the Stock Exchange and 


brokerage facilities. 





E. R. Squibb G Sons to Join Trading List Dividends have been paid on th 
1 common stock in each of the past 1 
(continued from page 13) 
; ; years, and payments on the common 
; sii activity of the company. Labora- Net sales and net profits for the past stock in the current year have totaled 
| tories are maintained at Brooklyn and five and one-half years have been as $1.62! a share. In May, 1940, the com 
Nowy Brunswick; and, in addition, The — follows: yer . . ._ pany’s cumulative $6 first preferred 
Scuibb Institute for Medical Research besten eshte stock was in large part exchanged for 
wes established in 1938 at New Bruns- 1936 $14,796,802 $991,927 shares of. its $5 cumulative preferred 
' a ee : ]937 17,320,260 1,025,615 
. wick to carry on scientific studies, par- i “ stock, series A, and the balance re 
‘en Ne: 1938 18,179,819 1,404,149 ae 
4 ticularly in) pharmacology, nutrition, 1939 19.794.990 2.060.978 deemed on that date. Dividends of $2.50 
: virus diseases, endocrinology, chemo- 6 mos. to 6 30 4() 9.832.599 700.663 @ Share were paid on the series A stock 
a therapy and immunology. Year ended 6 30 41 23,808,853 2,200,789 in 1g4o, and $5 has been paid this year. 
) 7 
1 
7 MONTHLY STATISTICS—NEW YORK STOCK EXCHANGE 
' 1941 1940 
MONTH END DATA NOVEMBER = OCTOBER SEPTEMBER NOVEMBER 
h tei Gii ek ee ee 1.161 1.165 1.163 1.157 
c 2. Share Issues Listed . . . 2. 2... ot a: Ree 1.234 1.236 1.236 1.231 
S 3. Par Value of Bonds Listed . ....... .. . . (Mil. S$) 57.821 57.856 56.387 54,237 
n i eee REI 8 cr em eS Ye we oe Oe 1.281 1.271 1.275 1.307 
e 5. Total Stock and/or Bond Issuers . . . 2. . 2...) .) tNow) 1.273 1.276 278 1.288 
6. Market Value of Listed Shares . 2. 2. 2. © . © ©). . (Mil S) 37.882 39.057 10.98 1 11.848 
| 7. Market Value of Listed Bonds . . . . . . . . . . ) (MibS) 51.813 55.107 53.418 50.756 
| 8. Market Value of All Listed Securities . 2... 2...) (Mil S) 62.685 OL.164 94.402 62.604 
\ 9. Flat Average Price—All Share Issues . . . . 2... OS) 37.89 8.11 39.30 9.07 
7 10. Shares: Market Value ~ Shares Listed . . 2. 2. 2...) OCS) 25.87 26.06 28.02 3.72 
: 11. Bonds: Market Value — Par Value . a 1.80 95.25 94.74 93.58 
r 12. Stock Price Index (12/31/24=100) . . .... 2. 1 t(%) 51.6 53.2 55.9 57.0 
a 13.. Shares in Short Interest . 2. 2 1 sw ee sh wh leh el Ue «CUE Om,) 33 145 187 515 
‘ 14. Member Borrowings eS ath Side Be oh Ge - (Mil. $) 136 1 117 
3 Per Cent of Market Value of Listed Shares . 2. 2. 2 2) (%%) LS L.14 1.62 
15. N. Y. S. E. Members’ Branch Offices . . . . . .. «. (No. 870 874 $81 996 
16. Total Non-Member Correspondent Offices . 2. 2. 2. 2) (No) 2.983 2.981 2.987 5.103 
DATA FOR FULL MONTH 
von 17. Reported Share Volume ~ ¢ & es & «es & & Soa @ Se 15.047 13.152 13.516 211.887 
te 2 Daily Average (Incl. Saturdays) . . 2... . .).) .) ot Thou. 684 500 512 908 
ent Daily Average (Exel. Saturdays) . . . . . . . ).) .) 6¢ Thou.) 785 552 60] LOL 
Ratio. to tasted Shower 2. « wk so we ew we we OHM 1.03 0.90 0.93 L.A 
maces 8. Total Share Volume (Incl. Odd Lots) 2...) . 0.) .) ( Thou.) 16.868 17.745 29,0410 
iter 19. Money Value of Total Share Sales . . . . . . . . . ¢(Thou.s 111,779 126.690 703.18 
dies 20. Reported Bond Volume (Par Value) . . . . . .). (Theu.s) 110.716 178.899 110.9603 159.006 
Daily Average (Incl. Saturdays) . . 2. 2. . . . .).) «6tThou.S) 6.398 6.881 5.639 6.913 
nS": Daily Average (Exel. Saturdays) 2... 2 2)... ( Thou.) 7.337 7.308 6.157 7.751 
dus- Ratio to Par Value of Listed Bonds . 2. . 2... . Ot) 243 S13 oe 293 
LSSO- 21. Total Bond Volume (Par Value)... . .. . . . ¢Thou.s) 189.9147 155.537 104.080 
now 22. Money Value of Total Bond Sales... ~ ein & « SON) 109.888 89.503 95.500 
23. N. Y.S. E. Memberships Transferred . . . 2. 2. 2... (Now) 6 5 5 5 
rade Mere ys ae eS ee es eS eee Se 23.000 26.100 29.500 11.000 
24. Stock Clearing Corporation: 
orth Average Price of Settled Shares 2... ide wm Bi. 19.5 21.4 21.3 335 
ords Notes: Items 13. 14, 18. 19. 21. 22 and 24 are as of ledgers which normally reflect transactions up to the close of the 
‘ma- second full preceding business day. *For description of new series. see Member Borrowings Release of Feb- 
ruary 3, 1941. 
and 











YOUR MONEY IS{NEEDED 


Now! 


Money to pay for an unending flood of war planes... ships... tanks 

. guns... explosives. Money invested to meet America’s greatest 
challenge, and to make your nation— your homes— safe from brutal 
aggression. 


Buy Defense Bonds 


The enlistment of your resources is no less important than the mustering 
of men. Every post office is a recruiting headquarters. Banks and 
savings and loan associations are receiving subscriptions for United 
States Savings Bonds ... in all communities from coast to coast. 


Security ? The complete wealth and power of your country stand behind 
the Bonds. 


* Invest today 
IN AMERICA’S gy DEFENSE 





Pe aS ee 









